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Abstract

Monitoring and evaluation of forestry projects is needed to accurately determine their impact on greenhouse gas emissions and
other attributes, and to ensure that the global climate is protected and that country obligations are met. We present an overview of
guidelines recently developed for the monitoring, evaluation, reporting, verification, and certification of forestry projects for climate
change mitigation.! These guidelines are targeted to developers, evaluators, verifiers, and certifiers of forestry projects, and address
several key issues, including methods for estimating gross and net carbon savings. The next phase of our work will be to develop
a procedural handbook providing information on how one can complete monitoring, evaluation and verification forms. We then plan
to test the usefulness of these handbooks in the real world. © 2001 Elsevier Science Ltd. All rights reserved.
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1. Introduction

Because of concerns with the growing threat of global
climate change from increasing concentrations of green-
house gases in the atmosphere, more than 176 countries
(as of October 7, 1998) have become Parties to the UN
Framework Convention on Climate Change (FCCC)
(UNEP/WMO, 1992). The FCCC was entered into force
on March 21, 1994, and the Parties to the FCCC drafted
the Kyoto Protocol for continuing the implementation of
the FCCC in December 1997 (UNFCCC, 1997). The
Protocol requires developed countries to reduce their
aggregate emissions by at least 5.2% below 1990 levels by
the 2008-2012 time period.

The Kyoto Protocol includes two project-based mech-
anisms for activities across countries. Article 6 of the
Protocol allows for joint implementation (JI) projects

* Corresponding author. Tel.: + 1-510-486-6047; fax: + 1-510-486-
6996.
E-mail address: elvine@lbl.gov (E.L. Vine).

! This article is based on a more detailed report conducted for the
U.S. Environmental Protection Agency (Vine, Sathaye, and Makundi,
1999).

between developed (Annex I) countries: i.e., project-level
trading of emissions reductions (“transferable emission
reduction units”) can occur among countries with GHG
emission reduction commitments under the Protocol.
Article 12 of the Protocol provides for a “Clean Develop-
ment Mechanism” (CDM) that allows legal entities in the
developed world to enter into cooperative projects to
reduce emissions in the developing world for the benefit
of both parties. Developed countries will be able to use
certified emissions reductions from project activities in
developing countries to contribute to their compliance
with GHG targets. The key provisions of the Kyoto
Protocol remain to be developed in more detail as nego-
tiations clarify the existing text of the Protocol.
Projects that are to be undertaken within the CDM or
under JI will involve several tasks: project development
and registration; project implementation; and monitor-
ing, evaluation, reporting, verification and certification.
There will most likely be different types of arrangements
for implementing these projects: e.g. (1) a project develop-
er might implement the project with his/her own money;
(2) a developer may borrow money from a financial
institution to implement the project; (3) a developer
may work with an energy service company who will be
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Box 1
MERVC definitions

Estimation: refers to making a judgement on the likely
or approximate stock of carbon, GHG emissions, and
socioeconomic and environmental benefits and costs
in the with- and without-project (baseline) scenarios.
Estimation can occur throughout the lifetime of the
project, but plays a central role during the project
design stage when the project proposal is being de-
veloped.

Monitoring: refers to the measurement of carbon
stocks, GHG emissions, and socioeconomic and en-
vironmental benefits and costs that occur as a result of
a project. Monitoring does not involve the calculation
of GHG reductions nor does it involve comparisons
with previous baseline measurements. For example,
monitoring could involve the number of hectares
preserved by a forestry project. The objectives of
monitoring are to inform interested parties about the
performance of a project, to adjust project develop-
ment, to identify measures that can improve project
quality, to make the project more cost-effective, to
improve planning and measuring processes, and to be
part of a learning process for all participants (De Jong
et al., 1997). Monitoring is often conducted internally,
by the project developers.

Evaluation: refers to both impact and process evalu-
ations of a particular project, typically entailing
a more in-depth and rigorous analysis of a project
compared to monitoring emissions. Project evaluation
usually involves comparisons requiring information
from outside the project in time, area, or population
(De Jong et al., 1997). The calculation of GHG reduc-
tions is conducted at this stage. Project evaluation
would include GHG impacts and non-GHG impacts
(i.e., environmental, economic, and social impacts),
and the re-estimation of the baseline, leakage, positive
project spillover, etc., which were estimated during the
project design stage. Evaluation organizes and ana-
lyzes the information collected by the monitoring pro-
cedures, compares this information with information
collected in other ways, and presents the resulting
analysis of the overall performance of a project. Pro-
ject evaluations will be used to determine the official
level of GHG emissions reductions that should be
assigned to the project. The focus of evaluation is on
projects that have been implemented for a period of
time, not on proposals (i.e., project development and
assessment). While it is true that similar activities may
be conducted during the project design stage (e.g.,
estimating a baseline or positive project spillover), this
type of analysis is estimation and not the type of
evaluation that is described in this paper and which is
based on the collection of data.

Reporting refers to measured GHG and non-GHG
impacts of a project (in some cases, organizations may
report on their estimated impacts, prior to project
implementation, but this is not the focus of this paper).
Reporting occurs throughout the MERVC process
(e.g., periodic reporting of monitored results and
a final report once the project has ended).
Verification refers to establishing whether the mea-
sured GHG reductions actually occurred, similar to
an accounting audit performed by an objective, ac-
credited party not directly involved with the project.
Verification can occur without certification.
Certification refers to certifying whether the measured
GHG reductions actually occurred. Certification is
expected to be the outcome of a verification process.
The value-added function of certification is in the
transfer of liability/responsibility to the certifier.

responsible for all project activities, etc. While the flow of
funds might change as a result of these different arrange-
ments, the guidelines described in this paper should be of
relevance for all parties, independent of the arrangement.

1.1. Purpose of MERVC guidelines

Monitoring, evaluating, reporting, verifying, and certi-
fying (MERVC) guidelines are needed for joint imple-
mentation and CDM projects in order to accurately
determine their impact on GHG and other attributes (see
Box 1) (Vine and Sathaye, 1997). Implementation of
MERVC guidelines is also intended to: (1) increase the
reliability of data for estimating GHG impacts; (2) pro-
vide real-time data so programs and plans can be revised
mid-course; (3) introduce consistency and transparency
across project types, sectors, and reporters; (4) enhance
the credibility of the projects with stakeholders; (5)
reduce costs by providing an international, industry con-
sensus approach and methodologies; and (6) reduce
financing costs, allowing project bundling and pooled
project financing.

These guidelines are important management tools for
all parties involved in carbon mitigation. There will be
different approaches (“models”) in how the monitoring,
evaluation, reporting, verification, and certification of
forestry projects will be conducted: e.g., a project devel-
oper might decide to conduct monitoring and evaluation,
or might decide to contract out one or both of these
functions. Verification and certification will most likely
be implemented by third parties. Similarly, some projects
might include a portfolio of projects. Despite the diver-
sity of responsibilities and project types, the Lawrence
Berkeley National Laboratory’s (LBNL) MERVC guide-
lines should be seen as relevant for all models and project
approaches.
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In the longer term, MERVC guidelines will be a neces-
sary element of any international carbon trading system,
as proposed in the Kyoto Protocol. A country could
generate carbon credits by implementing projects that
result in a net reduction in emissions. The validation of
such projects will require MERVC guidelines that are
acceptable to all parties. These guidelines will yield verifi-
ed findings, conducted on an ex-post facto basis (i.e.,
actual as opposed to predicted project performance).

The Kyoto Protocol contains emissions targets for six
major greenhouse gases: carbon dioxide (CO,), methane
(CH,), nitrous oxide (N, O), hydrofluorocarbons (HFCs),
perfluorocarbons (PFCs), and sulfur hexafluoride (SFg).
LBNL’s MERVC guidelines only examine MERVC
issues dealing with CO,.

2. The MERVC process

Climate change mitigation projects to be undertaken
within the CDM or under joint implementation will
likely involve several tasks (Fig. 1). We expect that there
will be different types of arrangements for implementing
these projects: e.g. (1) a project developer might imple-
ment the project with his/her own money; (2) a developer
might borrow money from a financial institution to im-
plement the project; (3) a developer might work with
a third party who would be responsible for many project
activities; etc. While the flow of funds might change as
a result of these different arrangements, the guidelines
should be relevant to all parties, independent of the
arrangement.

In Fig. 1, we differentiate “registration” from “certifica-
tion”. Certification refers to certifying whether the mea-
sured GHG reductions actually occurred. This definition
reflects the language in the Kyoto Protocol regarding the
CD M and “certified emission reductions”. In contrast,
when a host country approves a project for implementa-
tion, the project is “registered” (see UNFCCC, 1998).>
For a project to be approved, each country will rely on
project approval criteria that they developed: e.g. (1) the
project funding sources must be additional to traditional
project development funding source; (2) the project must
be consistent with the host country’s national priorities
(including sustainable development); (3) confirmation of
local stakeholder involvement; (4) confirmation that ad-
equate local capacity exists or will be developed;
(5) potential for long-term climate change mitigation;
(6) baseline and project scenarios; and (7) the inclusion of
a monitoring protocol (see Watt et al., 1995).

21n contrast to our interpretation, others believe certification occurs
at the project approval stage, prior to implementation. We disagree,
since certification can only occur after changes in carbon stock and
energy use have been measured.

Estimation &
Registration

Design and Development

y

> Monitoring
Implementation
R .
Reporting
—
Verification
Certification

Fig. 1. Project tasks.

A country may also use different administrative or
legal requirements for registering projects. For example,
the project proposal (containing construction and opera-
tion plans, proposed monitoring and evaluation of
changes in carbon stock, and estimated changes in car-
bon stock) might have to be reviewed and assessed by
independent reviewers. After this initial review, the pro-
ject participants would have an opportunity to make
adjustments to the project design and make appropriate
adjustments to the expected changes in carbon stock. The
reviewers would then approve the project, and the pro-
ject would be registered.? Individuals or organizations
voicing concerns about the project would have an oppor-
tunity to appeal the approval of the project, if desired.

3. Conceptual framework

The analysis of changes in carbon stock occurs when
a project is being designed and during the implementa-
tion of a forestry project. In the design stage, the first step
is estimating the baseline (i.e., what would have happened
to the carbon stock if the project had not been imple-
mented) and the project impacts. Once these have been
estimated, then the net change in carbon stock is simply

3 Under this approach, the independent reviewers could be the same
people who verify the project during project implementation (personal
communication from Johannes Heister, The World Bank, Jan. 12,
1999).
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B: Estimated carbon stock without project (baseline)
P: Estimated carbon stock with project
P-B: Estimated net (additional) change in carbon stock

BA: Re-estimated carbon stock without project (baseline)
(after monitoring and evaluation)

PA: Measured carbon stock with project
(after monitoring and evaluation)

PA-BA: Measured net (additional) change in carbon stock
(after monitoring and evaluation)

Fig. 2. Example of carbon storage over time.

the difference between the estimated project impacts and
the baseline (P — B, in Fig. 2). After a project has started
to be implemented, the baseline can be re-estimated and
the project impacts will be calculated based on monitor-
ing and evaluation methods. The net changes will be the
difference between the measured project impacts and the
re-estimated baseline (P* — B", in Fig. 2). The example
in Fig. 2 illustrates a case where measured carbon storage
is greater than estimated as a result of a forestry project.
On the other hand, carbon storage in the re-estimated
baseline is lower than what had been estimated at the
project design stage. In this case, the -calculated
net change in carbon storage is larger than what was
first estimated. It is also possible that either P* may
be less than P and B" may be more than B, or both
might occur, making the net carbon storage less than
estimated.

4. Monitoring and evaluation of GHG emissions

As an example of the type of monitoring and evalu-
ation that is needed, we present in Fig. 3 an overview of
one approach used in evaluating changes in the carbon
stock. During the monitoring and evaluation stage, gross
changes in the carbon stock are measured, using one or
more of the following monitoring and evaluation
methods: modeling, remote sensing, and field/site
measurements. The baseline is also re-estimated, ac-

counting for free riders.* The net change in the carbon
stock is equal to the gross change in the carbon stock
minus the re-estimated baseline.

4.1. Establishing the monitoring domain

The domain that needs to be monitored (i.c., the
monitoring domain) is typically viewed as larger than the
geographic and temporal boundaries of the project. In
order to compare GHG reductions across projects,
a monitoring domain needs to be defined. Consideration
of the domain needs to address the following issues:
(1) the temporal and geographic extent of a project’s
direct impacts; and (2) coverage of project leakage, posit-
ive project spillover, and market transformation.

The first monitoring domain issue concerns the appro-
priate geographic boundary for evaluating and reporting
impacts. For example, a forestry project might have local
(project-specific) impacts that are directly related to the
project in question, or the project might have more
widespread (e.g., regional) impacts (leading to project
spillover and market transformation). Also, the MERVC
of changes in the carbon stock of forestry projects can be
conducted at the point of extraction (e.g., when trees are
logged) or point of use (e.g., when trees are made into

*Free riders are project participants who would have installed the
same energy-efficiency measures if there had been no project.
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Baseline use: re-estimate
baseline

Project case: measure gross changes in
carbon stock

Choose monitoring and
evaluation method(s)

Modeling
Remote sensing
Field measurements

Measure free ridership

Examine comparison
plots

easure leakage
Measure positive spillover
Measure market transformation

— Review quality assurance guidelines

y
| Calculate net changes in carbon stock (additionality) l

Fig. 3. Evaluation of forestry projects.

furniture), and when forests are later transformed to
other uses (e.g., agriculture, grassland, or range). Thus,
depending on the project developer’s claims, one may
decide to focus solely on the changes in the carbon stock
from the logging of trees at the project site, monitor the
changes over time from the new land use type, or account
for the wood products produced and traded outside
project boundaries.

The second issue concerns coverage of project leakage
and positive project spillover, as discussed below. It is
important to note that not all secondary impacts can be
predicted. In fact, many secondary impacts occur unex-
pectedly and cannot be foreseen. And when secondary
impacts are recognized, a commitment needs to be made
to ensure that resources are available to evaluate these
impacts.

One could broaden the monitoring domain to include
off-site baseline changes (which are normally perceived as
occurring outside the monitoring domain). Widening the
system boundary, however, will most likely entail greater
MERYVC costs and could bring in tertiary and even less
direct effects that could overwhelm any attempt at pro-
ject-specific calculations (Trexler and Kosloff, 1998).

In the beginning stages of a project, the secondary
impacts of a project are likely to be modest as the project
gets underway, so that the MERVC of such impacts may
not be a priority. These effects are also likely to be
insignificant or small for small projects. Under these
circumstances, it may be justified to disregard these
impacts and simply focus on carbon savings from the
project. This would help reduce MERVC costs. As the
projects become larger or are more targeted to market
transformation, these impacts should be evaluated.

4.2. Monitoring and evaluation methods

The measurement of a project’s carbon fixation neces-
sitates specialized tools and methods drawn largely from
experience with forest inventories and ecological re-
search. Monitoring and verifying carbon accumulation
in forestry projects must be cost effective and accurate.
Monitoring systems should be built upon standard for-
estry approaches to biomass measurement and analysis,
and apply commonly accepted principles of forest inven-
tory, soil science and ecological surveys. Specific methods
and procedures should be assembled on a project-specific
basis, with the types and extent of monitoring ultimately
determined by the relative costs and quantity of carbon
return by each measurement type.

Three general monitoring techniques can be used to
monitor carbon fixed through forestry projects (based on
MacDicken, 1997): (1) modeling, (2) remote sensing, and
(3) field/site measurements, including biomass surveys
(which includes research studies; surveys; the monitoring
of wood production and end products; and forest inven-
tories) and destructive sampling. Many of these tech-
niques can be used together.

4.2.1. Modeling

Modeling the impacts of certain forestry practices on
carbon flows into and out of forest carbon sinks can be
used for estimating annual flows of carbon. The models
are used to predict future carbon flows, but they do not
measure the actual changes. The modeled estimates of
carbon storage over time must be checked using one of
the techniques described below (i.e., remote sensing with
ground truthing or field/site measurement).

Models start from an estimate of a carbon stock for
a specific forest type at a specific site. Then, based on
information from forest practices, the models develop
estimates of annual carbon flows. This approach relies on
a series of highly simplified assumptions to estimate total
carbon sequestration. For example, assumptions may
include: the number of trees planted in either woodlots or
agroforestry systems, initial stocking rates, mean annual
stemwood volume increments, a biomass multiplier fac-
tor, and harvest rates. The assumptions are then inputted
into a model to estimate the amount of sequestered
carbon. The models need to be corrected/calibrated with
measured data periodically as well as with other
approaches. For example, approaches that estimate for-
est productivity by timber volume may be compared with
other approaches, such as allometrically derived carbon
estimates that incorporate relationships between tree or
stand physiological parameters (e.g., diameter, height,
weight, tapper (the change in diameter over height) and
carbon content (Hamburg et al., 1997; Schroeder et al.,
1997; Brown, 1997). The accuracy of these methods will
depend on many factors, including the precision of the
equations and the homogeneity of the forest (e.g.,
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allometric equations are simpler and more accurate
for homogeneous forests and more complex and less
accurate for heterogeneous forests).

Some models are already available for simple condi-
tions and standard treatments, such as tree planting on
agricultural land. The Land Use and Carbon Sequestra-
tion (LUCS) model is a project-based computer model
that tracks the changes in carbon density associated with
land use changes (e.g., conversion of forested areas to
agriculture) (Faeth et al., 1994; MacDicken, 1998). Direct
measurements and default assumptions are used to calcu-
late the changes and impacts. The LUCS model has been
used in evaluating an agroforestry project on marginal
hillsides in Guatemala (Trexler et al., 1992).

Soil organic matter and ecosystem models play an
important role in understanding land management and
soil organic carbon sequestration relationships and for
projecting changes in soil organic carbon through time
(Parton et al., 1995; Smith et al., 1997). The rate of soil
organic carbon decomposition is usually well represented
as a first-order process where the amount converted to
CO, per unit time depends on the current size of the
various soil organic carbon fractions times their rate
constants (Smith et al., 1997). Since the amounts present
in each carbon fraction depends on management history,
these amounts must be accurately accounted if the model
estimates of soil organic carbon dynamics are to be
realistic. Generally, information on previous manage-
ment history is less complete than needed to establish
adequate initial conditions for models. When manage-
ment history is well known for a period of at least 20-50
years, many soil organic carbon models do well in simu-
lating management-induced soil organic carbon changes
(Smith et al., 1997). Model validation remains an impor-
tant step for validating models assumptions.

The Graz/Oak Ridge Carbon Accounting Model
(GORCAM) is another model that can be used to exam-
ine the impact of forestry projects on carbon emissions
(Schlamadinger and Marland, 1996). GORCAM pro-
vides a simplified description of carbon stocks and flows
associated with the management of forests. GORCAM
calculates carbon accumulation in plants, in short- and
long-lived wood products, in fossil fuels not burned be-
cause biofuels are used instead, and in fossil fuels not
burned because production and use of wood products
requires less energy than does production and use of
alternative materials that provide the same service
(Marland et al, 1997). GORCAM has been used to
evaluate the impact on carbon emissions by biofuel
district heating systems being installed or proposed
in Vermont (McLain, 1998), as well as estimating
the amount of carbon sequestered by a sustainable
forestry management project in Mexico (Bird et al.,
1998).

More complex but promising models are being
developed (USDOE, 1994). Simple modeling requires

relatively little time and effort, however, the gross esti-
mates are probably neither accurate nor precise (Mac-
Dicken, 1997). In general, field/site measurements are
preferred over standard tables and computer models,
because site-specific field studies provide higher quality
data and thus higher credibility, although at a higher
cost.

4.2.2. Remote sensing

Remote sensing (along with ground-based measure-
ments) can be used to monitor land area changes, map
vegetation types, delineate strata for sampling, and assess
leakage and base case assumptions. Remote sensing is
defined as the acquisition of data about an object or
scene by a sensor that is far from the object (Colwell,
1983; see also Slater, 1980; Swain and Davis, 1978; Wilkie
and Finn, 1996). Aerial photography, satellite imagery,
and radar are all forms of remotely sensed data. Usually,
remote sensing refers to the following two types:
(1) “high-level” remote sensing that uses satellite imagery,
and (2) “low-level” remote sensing that relies on aerial
photography.

4.2.2.1. High-level remote sensing. Many national and
international projects and programs have made use of
remote sensing with satellites for land cover change re-
search at a national or international level (FAO, 1996;
Skole et al., 1997). This type of remote sensing can be
done every 5-10 years, in combination with low-level
remote sensing. The Face Foundation in the Netherlands
and Winrock International have used satellite imagery
for evaluating forestry projects (Face Foundation, 1997,
MacDicken, 1998). Remote sensing has been used by
several researchers in measuring deforestation in tropical
forests in Central and South America (e.g., Dale et al.,
1994; Sanchez-Azofeifa et al., 1997; Sanchez-Azofeifa and
Quesada-Mateo, 1995; Skole and Tucker, 1993; Stone
et al., 1991). Attempts to estimate biomass from remote
sensors have generally been costly and have had mixed
results (MacDicken, 1997). To date, no one has measured
carbon using remote sensing (Brown, 1996; MacDicken,
1997).

Skole et al. (1997) have proposed an international
system for monitoring land cover change which includes
studies in specific locations for field validation and accu-
racy assessments for the large area analyses; these sites
could also be useful for evaluating project impacts, if
integrated with the approach described next.

4.2.2.2. Low-level remote sensing. Using aerial photo-
graphy, videography, and orthophotographs, photo-
graphs of land areas can be taken on an annual basis to
see whether the project is proceeding according to design.
Field/site measurements and ground truthing will also
need to be conducted periodically.
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4.2.3. Field/site measurements

Field/site measurements include two types of tech-
niques (biomass surveys and destructive sampling) which
can be used together in monitoring carbon in forestry
projects.

4.2.3.1. Biomass surveys. Biomass surveys can include
one or more of the following methods: research studies;
surveys; the monitoring of wood production and end
products; and forest inventories. Research studies use
intensive data collection and analysis methodologies to
typically test research hypotheses. Surveys of project field
activities are conducted to see what was actually imple-
mented in the project. This type of monitoring would
provide useful data for the evaluation of GHG reduction
and sequestration projects, especially if the surveys are
combined with other approaches. The monitoring of
wood production and end product data is needed to
develop historical and trend data for the development of
accurate baselines. An account needs to be made of what
happens to the wood once it is felled or trees and
branches die. If dead wood is regularly collected, it
should be measured and its use recorded.

Carbon inventories can be performed at virtually any
level of precision desired by inventory sponsors and
provide flexibility in the selection of methods, depending
on the costs and benefits of monitoring. Monitoring
systems need to assess the net difference in each carbon
pool for project and nonproject (or pre-project) areas
over a period of time. By comparing these changes in the
project area to changes in pools unaffected by project
activities (i.e. comparison plots), the monitoring effort
can assess the impact of the project on carbon storage.
Detailed biomass measurement methods can be found in
MacDicken (1998).

4.2.3.2. Destructive sampling. Destructive sampling is
the oldest methodology for estimating biomass density at
a site. It involves selection of representative sites in the
ecosystem (usually a few square meters each, and in a few
rare cases as large as one hectare each). All the vegetation
is uprooted and the pertinent parameters obtained, e.g.,
volume, weight at different moisture contents, propor-
tions of various components like branches, stem and
roots, and chemical composition of the biomass. Detritus
is also collected and similarly analyzed. This is usually
accompanied with similar measurements of parameters
of interest in the soil profile, including soil layers, struc-
ture, texture and cation exchange capacity, organic
carbon, inorganic nutrients, etc.

4.3. Baseline use: re-estimating the baseline
For JI (Article 6) and CDM (Article 12) projects imple-

mented under the Kyoto Protocol, the emissions reduc-
tions from each project activity must be “additional to

any that would otherwise occur,” also referred to as
“additionality criteria” (Articles 6.1b and 12.5¢). Deter-
mining additionality requires a baseline for the calcu-
lation of carbon sequestered, i.e., a description of what
would have happened to the carbon stock had the project
not been implemented (see Violette et al., 1998). Ad-
ditionality and baselines are inextricably linked and are
a major source of debate (Trexler and Kosloff, 1998).
Determining additionality is inherently problematic be-
cause it requires resolving a counter-factual question:
What would have happened in the absence of the specific
project?

Because investors and hosts of forestry projects have
the same interest in a forestry project (i.e., they want to
get maximum carbon sequestration from the project),
they are likely to overstate and over-report the amount of
carbon saved by the project (e.g., by overstating busi-
ness-as-usual changes to the carbon stock). Cheating
may be widespread if there is no strong monitoring and
verification of the projects. Even if projects are well
monitored, it is still possible that the real amount of
carbon saved is less than estimated values. Hence, there is
a critical need for the establishment of realistic and cred-
ible baselines.

Future changes in carbon stock may differ from past
levels, even in the absence of the project, due to growth,
technological changes, input and product prices, policy
or regulatory shifts, social and population pressure, mar-
ket barriers, and other exogenous factors. Consequently,
the calculation of the baseline needs to account for likely
changes in relevant regulations and laws, and changes in
key variables (e.g., population growth or decline, and eco-
nomic growth or decline, deforestation, development of
markets for wood products, and how future land use pat-
terns (e.g., gradual deforestation) affect the carbon cycle).

Ideally, when first establishing the baseline, carbon
stocks should be measured for at least a full year before
the date of the initiation of the project. The baseline will
be re-estimated based on monitoring and evaluation data
collected during project implementation. In some cases,
allometric equations for estimating carbon emissions
may be used, but only under special conditions. Finally,
in order to be credible, project-specific baselines need to
account for free riders.

4.3.1. Free riders

It is possible that forestry projects are undertaken by
participants who would have conducted the same activ-
ities if there had been no project and, therefore, the
carbon sequestered by these “free riders” would not be
perceived as “additional” to what would otherwise have
occurred (Vine, 1994). Although free riders may be
regarded as an unintended consequence of a forestry
project, free ridership should still be estimated, if pos-
sible, during the estimation of the baseline. While free
riders can also cause leakage and positive project
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spillover, these impacts are typically considered to be insig-
nificant compared to the impacts from other participants.

The most common method of developing an estimate
of free ridership is to ask project developers what they
would have done in the absence of the project (also
referred to as “but for the project” discussions). Based on
answers to carefully designed survey questions, partici-
pants are classified as free riders (yes or no). There are at
least two problems in using this approach: (1) very inac-
curate levels of free ridership may be estimated, due to
questionnaire wording; and (2) there is no estimate of the
level of inaccuracy, for adjusting confidence levels.

4.3.2. Performance benchmarks

Concerned about an arduous project-by-project
review that might impose prohibitive costs, some
researchers have proposed an alternate approach, based
on a combination of performance benchmarks and pro-
cedural guidelines that are tied to appropriate measures
of output (e.g., Lashof, 1998; Michaelowa, 1998; Swisher,
1998; Trexler and Kosloff, 1998). In all cases, measure-
ment and verification of the actual performance of the
project is required. The performance benchmarks for new
projects could be chosen to represent the high-perfor-
mance end of the spectrum of current commercial prac-
tice (e.g., representing roughly the top 25th percentile of
best performance). In this case, the benchmark serves as
a goal to be achieved. In contrast, others might want to
use benchmarks as a reference or default baseline: an
extension of existing technology, and not representing
the best technology or process.

A panel of experts could determine a baseline for
a number of project types, which could serve as a bench-
mark for the UNFCCC. This project categorization
could be expanded to a categorization by regions or
countries, resulting in a region-by-project matrix. Project
developers could check the relevant element in the matrix
to determine the baseline of their project. Most of the
costs in this approach relate to the establishment of the
matrix and its periodical update. Before moving forward
with this approach, analysis is needed to consider the
costs in developing the matrix and its update, the poten-
tial for projects to qualify, and the potential for free
riders. The US EPA is assessing the feasibility and desir-
ability of implementing a benchmark approach for evalu-
ating additionality (e.g., see Hagler Bailly, 1998).

4.3.3. Comparison groups

For some projects, the comparison of the amount of
carbon storage achieved under a project with the amount
that would have been achieved without the project re-
quires monitoring the project area as well as nonproject
comparison sites prior to project startup. One can have
comparison plots within the project area or outside the
project area to supplement the sites within the project
area. To establish the internal validity of the evaluation

results, the comparison plots must be similar enough to
the project area so that they can serve as a proxy for the
project area under the assumption that the project was
not implemented.® Similarity can be established on the
basis of the key factors that determine biomass produc-
tivity: rainfall, temperature, insolation, soil character-
istics, species and land management. Land management
is the most difficult criterion to meet since it could di-
verge significantly between comparison site and project
areas. By selecting comparison plots within the project
area, these divergences can be eliminated or minimized.
Also, there is no general way to ensure that the compari-
son plots will remain valid throughout the life of the
project; special care and monitoring are needed.

4.4. Project case: monitoring and evaluation

4.4.1. Project leakage

Leakage occurs because the project boundary within
which a project’s benefits are calculated may not be able
to encompass all potential indirect project effects. In this
paper, negative indirect effects are referred to as “project
leakage” while positive indirect effects are referred to as
“positive project spillover”. For example, projects affect-
ing the supply of timber products can affect price signals
for the rest of the market, potentially counteracting
a portion of the calculated benefits of the project: the
establishment of forestry plantations could lead to a
decrease in timber prices, leading to a higher incentive
to convert forests to agricultural purposes. Another
example of leakage occurs when a forest preservation
project involves protecting land that was previously
harvested by the local population for their personal con-
sumption as fuel wood (MacDicken, 1998; Watt et al.,
1995). Although this area is now protected from harvest-
ing, people from the surrounding communities still
require wood for fuel and construction. Preserving this
forest area has shifted their demand for fuel wood to
a nearby site, leading to increased deforestation. This
off-site deforestation will at least partially offset the car-
bon sequestration at the project site. Furthermore, some
projects may involve international leakage: e.g., in 1989,
when all commercial logging in Thailand was banned,
the logging shifted to neighboring countries such as
Burma, Cambodia and Laos as well as to Brazil (Watt
et al., 1995).

4.4.2. Positive project spillover
When measuring changes in carbon stock, it is possible
that the actual reductions in carbon are greater than

5 This is particularly important when trying to estimate deforestation
rates for protected areas. The estimation of deforestation rates is critical
in establishing project baselines, and slight changes in the estimates of
deforestation can significantly affect the amount of carbon saved by
a carbon offset project (see Busch et al., 1999).



E.L. Vine et al. | Global Environmental Change 11 (2001) 203-216 211

measured because of changes in participant behavior
not directly related to the project, as well as to changes
in the behavior of other individuals not participating
in the project (i.e., nonparticipants). These secondary
impacts stemming from a forestry project are commonly
referred to as “positive project spillover”. Project
spillover may be regarded as an unintended conse-
quence of a forestry project; however, as noted below,
increasing project spillover may also be perceived
as a strategic, intended mechanism for reducing GHG
emissions.

The intent of some forestry projects is often not only to
induce project developers to adopt certain forestry
measures, but more broadly to transform neighboring
areas for implementing similar measures. For example, in
the Rio Bravo Carbon Sequestration Pilot Project, other
projects have been implemented to preserve forests,
catalyzed by the successful launch of the Rio Bravo
project (Programme for Belize, 1997). In the CARE/
Guatemala project, which increased fuelwood availabil-
ity and agricultural productivity by providing trees
through CARE-sponsored tree nurseries, the project’s
techniques have been adopted in other areas beyond the
project’s boundaries by participants setting up their own
tree nurseries (Brown et al., 1997).

Positive project spillover effects can occur through
a variety of channels including: (1) project participants
that undertake additional, but wunaided, forestry
measures based on positive experience with the project;
(2) wood product manufacturers changing the nature of
their products, to reflect the demand for more wood
products created through the project; (3) governments
adopting new forestry policies and legislation because of
the results from one or more forestry projects; (4) techno-
logy transfer efforts by project participants which help
reduce market barriers throughout a region or country;
or (5) the emergence of ecotourism.

In the beginning stages of a project, project leakage
and positive project spillover are likely to be modest, so
that the MERVC of such impacts may not be a priority.
These effects are also likely to be insignificant or small for
small projects and for certain types of projects. Under
these circumstances, it may be justified to disregard these
impacts. This would help reduce MERVC costs. As the
projects become larger or are more targeted to market
transformation, these impacts should be evaluated. As an
example, in the Rio Bravo Carbon Sequestration Pilot
Project, secondary impacts were deemed to be significant
if the impacts resulted in an alteration in emissions of
5000t C/yr or above (i.e., 20% of the 1 million t C esti-
mated to be sequestered through the purchase of forested
land, or 200,000t C, divided by the 40 years of the project
life) (Programme for Belize, 1997). Furthermore, to be
“clearly and directly” attributable to the project, the
secondary impacts had to manifest themselves within
1 year (Programme for Belize, 1997); for the evaluation of

forestry projects, longer periods (e.g., 5 years) may be
necessary.

4.4.3. Market transformation

Project spillover is related to the more general concept
of “market transformation”, defined as: “the reduction in
market barriers due to a market intervention, as evid-
enced by a set of market effects, that lasts after the
intervention has been withdrawn, reduced or changed”
(Eto et al., 1996). In contrast to project spillover, increas-
ing market transformation is expected to be a strategic
mechanism (i.e., an intended consequence) for reducing
carbon emissions in the forestry sector for the following
reasons:

e To increase the effectiveness of forestry projects: e.g.,
by examining market structures more closely, looking
for ways to intervene in markets more broadly, and
investigating alternative points of intervention.

e To reduce reliance on incentive mechanisms: e.g., by
strategic interventions in the market place with other
market actors.

e To take advantage of regional and national efforts and
markets.

e To increase focus on key market barriers other than
cost.

e To create permanent changes in the market.

As a hypothetical example, consider a bioenergy pro-
ject that grows trees on a rotational basis and harvests
the trees as an energy resource for a community hospital.
The developer of the project needs to make sure there are
no technical, financial, administrative, or policy barriers
to the implementation of this project, and to determine if
there are other large, energy-intensive end users who
could take advantage of this resource (e.g., industrial
customers?). The project developer could also examine
what partnering opportunities exist for promoting the
bioenergy project (e.g., developing a voluntary labeling
program that labels customers as “green energy users”).
Once the labeling program is in place, additional projects
might emerge, creating an expanded market for bi-
oenergy projects. Finally, the developer could try to
extend the proposed labeling program to other regions,
in order to enlarge the market for the project’s trees.

Two examples in the forestry sector show the begin-
nings of market transformation: (1) the availability of
improved biomass cook stoves, an important technology
for reducing deforestation, has influenced many nonpar-
ticipants to purchase cook stoves as these programs
develop (Bialy, 1991); and (2) a reduced impact logging
project in Malaysia is being replicated in Brazil and other
parts of Indonesia (personal communication from Pedro
Moura-Costa, EcoSecurities, Ltd., Sept. 15, 1998; Jepma,
1997).

Most evaluations of market transformation projects
focus on market effects (e.g., Eto et al., 1996; Schlegel
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et al., 1997): the effects of forestry projects on the struc-
ture of the market or the behavior of market actors that
lead to increases in the adoption of forestry products,
services, or practices. In order to claim that a market has
been transformed, project evaluators need to demon-
strate the following (Schlegel et al., 1997):

e There has been a change in the market that resulted in
increases in the adoption and penetration of forestry
technologies or practices.

e That this change was due at least partially to a project
(or program or initiative), based both on data and
a logical explanation of the program’s strategic inter-
vention and influence.

e That this change is lasting, or at least that it will last
after the project is scaled back or discontinued.

The first two conditions are needed to demonstrate
market effects, while all three are needed to demonstrate
market transformation. The third condition is related to
persistence: if the changes are not lasting (i.e., they do not
persist), then market transformation has not occurred.
Because fundamental changes in the structure and fun-
ctioning of markets may occur only slowly, evaluators
should focus their efforts on the first two conditions,
rather than waiting to prove that the effects will last.

To implement an evaluation system focused on market
effects, one needs to carefully describe the scope of the
market, the indicators of success, the intended indices of
market effects and reductions in market barriers, and the
methods used to evaluate market effects and reductions
in market barriers (Schlegel et al., 1997). Evaluation ac-
tivities will include one or more of the following:
(1) measuring the market baseline; (2) tracking attitudes
and values; (3) tracking sales; (4) modeling of market
processes; and (5) assessing the persistence of market
changes (Prahl and Schlegel, 1993). As one can see, these
evaluation activities will rely on a large and diverse
group of data collection and analysis methods, such as:
(1) surveys of customers, forestry companies, forestry
manufacturers, government organizations, etc.; (2) ana-
lytical and econometric studies of cost data and sales
data; and (3) process evaluations.

5. Environmental and socioeconomic impacts

The Kyoto Protocol exhorts developed countries, in
fulfilling their obligations, to minimize negative social,
environmental and economic impacts, particularly on
developing countries (Articles 2.3 and 3.14). Further-
more, one of the primary goals of the CDM is sustainable
development. At this time, it is unclear on what indi-
cators of sustainable development need to be addressed
in the evaluation of forestry projects. Once there is an
understanding of this, then MERVC guidelines for those
indicators will need to be designed. At a minimum, for-

estry projects should meet current country guidelines for
non-CDM projects.

The persistence of GHG reductions and the sustaina-
bility of forestry projects depend on individuals and local
organizations that help support a project during its
lifetime. Both direct and indirect project benefits will
influence the motivation and commitment of project
participants. Hence, focusing only on GHG impacts
would present a misleading picture of what is needed in
making a project successful or making its GHG benefits
sustainable. In addition, a diverse group of stakeholders
(e.g., government officials, project managers, non-profit
organizations, community groups, project participants,
and international policymakers) are interested in, or in-
volved in, forestry projects and are concerned about their
multiple impacts.

5.1. Environmental impacts

Forestry projects have widespread and diverse envir-
onmental impacts that go beyond GHG impacts. The
environmental benefits associated with forestry projects
can be just as important as the global warming benefits.
Direct and indirect project impacts need to be examined,
as well as “avoided negative environmental impacts”
(e.g., the deferral of the construction of a new power
plant). Both gross and net impacts need to be evaluated.

At a minimum, evaluators need to evaluate the envir-
onmental impacts associated with the project. Evaluators
need to collect some minimal information on potential
impacts via surveys or interviews with key stakeholders.
The evaluator should also check to see: (1) whether any
existing laws require these impacts to be examined, (2) if
any proposed mitigation efforts were implemented, and
(3) whether expected positive benefits ever materialized.
Evaluators may want to conduct some short-term
monitoring to provide conservative estimates of environ-
mental impacts. The extent and quality of available data,
key data gaps, and uncertainties associated with esti-
mates should be identified and estimated.

5.2. Socioeconomic impacts

In examining socioeconomic impacts, evaluators need
to ask the following questions: who the key stakeholders
are, what project impacts are likely and upon what
groups, what key social issues are likely to affect project
performance, what the relevant social boundaries and
project delivery mechanisms are, and what social con-
flicts exist and how they can be resolved. To address
these questions, evaluators could conduct informal ses-
sions with representatives of affected groups and relevant
non-governmental organizations.

After a project has been implemented, MERVC activ-
ities should assess whether the project led to any social
and economic impacts and whether any mitigation was
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done. Direct and indirect project impacts need to be
examined, as well as “avoided negative socioeconomic
impacts” (e.g., the preservation of an archaeological
site as a result of the deferral of the construction of
a new power plant). Evaluators should collect some
minimal information on potential impacts via surveys
or interviews with key stakeholders. The evaluator
should also check to see if any proposed mitigation
efforts were implemented and whether expected positive
benefits ever materialized. The extent and quality of
available data, key data gaps, and uncertainties asso-
ciated with estimates may need to be identified and
estimated.

6. Reporting

Reporting refers to measured GHG and non-GHG
impacts of a project (in some cases, organizations may
report on their estimated impacts, prior to project imple-
mentation, but this is not the focus of these guidelines).
Reporting occurs throughout the MERVC process (e.g.,
periodic reporting of monitored results and a final report
once the project has ended). LBNL has developed
a Monitoring and Evaluation Reporting Form (MERF)
that evaluators may follow when reporting changes in
carbon stock (see Vine et al., 1999).

6.1. Multiple reporting

Several types of reporting might occur in forestry pro-
jects: (1) impacts of a particular project could be reported
at the project level and at the program level (where
a program consists of two or more projects); (2) impacts
of a particular project could be reported at the project
level and at the entity level (e.g., a utility company reports
on the impacts of all of its projects); and (3) impacts of
a particular project could be reported by two or more
organizations as part of a joint venture (partnership) or
two or more countries. To mitigate the problem of mul-
tiple reporting, project-level reporters should indicate
whether other entities might be reporting on the same
activity and, if so, who. If there exists a clearinghouse
with an inventory of stakeholders and projects, multiple
reporting might not constitute a problem. For example,
in their comments on an international emissions trading
regime, Canada (on behalf of Australia, Iceland, Japan,
New Zealand, Norway, Russian Federation, Ukraine
and the United States) proposed a national recording
system to record ownership and transfers of assigned
amount units (i.e., carbon offsets) at the national level
(UNFCCC, 1998). A synthesis report could confirm, at
an aggregate level, that bookkeeping was correct, reduc-
ing the possibility of discrepancies among Parties’
reports on emissions trading activity.

7. Verification and certification

If carbon credits become an internationally traded
commodity, then verifying the amount of carbon reduced
or fixed by projects will become a critical component of
any trading system. Investors and host countries may
have an incentive to overstate the GHG emissions reduc-
tions from a given project, because it will increase their
earnings when excessive credits are granted; as an
example, these parties may overstate baseline emissions
or understate the project’s emissions. To resolve this
problem, there is a need for external (third party) verifica-
tion.

As part of the verification exercise, an overall assess-
ment of the quality and completeness of each of the GHG
impact estimates needs to be made by requesting
information in a Verification Reporting Form (VRF),
similar to the MERF. For forestry projects, verifying
baseline and post-project conditions may involve inspec-
tions, spot measurement tests, or assessments, as well as
requesting documentation on key aspects of the project.
In addition, the following general questions need to be
asked: (1) have the monitoring and evaluation methods
been well documented and reproducible? (2) have the
results been checked against other methods? and (3) have
results been compared for reasonableness with outside or
independently published estimates? At this time, certifi-
cation is expected to simply be the outcome of a verifica-
tion process: i.e., no other monitoring and evaluation
activities are expected to be conducted.

8. Costs

Monitoring and evaluation costs will depend on what
information is needed, what information and resources
are already available, the size of the project area, the
monitoring methods to be used, and frequency of
monitoring. Furthermore, some methods require high
initial costs: e.g., in remote sensing, start-up costs in terms
of equipment and personnel training may make a one-
time digital image survey prohibitively expensive, while
making multiple surveys exceedingly cost effective. The
cost for monitoring a forestry project in India has been
estimated at 8.5% of the total project cost, and it seems
that monitoring similar projects would not exceed 10%
of the total cost (Ravindranath and Bhat, 1997). In some
cases, the monitoring and evaluation costs can be as high
as 20% (personal communication from Margo Burnham,
The Nature Conservancy, Jan. 28, 1999).

Due to the availability of funding, we realize that some
project developers and evaluators will not be able to
conduct the most data intensive methods proposed in
this paper; however, we expect each project to undergo
some evaluation and verification in order to receive car-
bon credits (especially, certified emission reduction units).
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Moreover, we believe that monitored projects will save
more carbon and offset the cost of the monitoring be-
cause: (1) installations following a monitoring and evalu-
ation protocol should come in near or even above the
projected level of carbon sequestration; and (2) installa-
tions with some measurement of carbon sequestration
should tend to have higher levels of sequestered carbon
initially and experience carbon sequestration levels that
remain high during the lifetime of the project. In the end,
the cost of monitoring and evaluation will be partially
determined by its value in reducing the uncertainty of
carbon credits: e.g., will one be able to receive carbon
credits with a value greater than 10% of project costs
that are spent on monitoring and evaluation?

Because of concerns about high costs, MERVC activ-
ities cannot be too burdensome: in general, the higher the
costs, the less likely organizations and countries will try
to develop and implement forestry projects. However, in
some cases, due to the enormous cost differential between
the carbon reduction options of UNFCCC Parties, fairly
high costs can be accommodated before these costs be-
come prohibitive. Nevertheless, MERVC costs should be
as low as possible. In sum, actual (as well as perceived)
MERVC costs may discourage some transactions from
occurring. Tradeoffs are inevitable, and a balance needs
to be made between project implementation and the level
of detail (and costs) of MERVC reporting guidelines.

Project estimates of impacts could be adjusted, based
on the amount of uncertainty associated with the esti-
mates, without conducting project-specific analyses. Pro-
jects with less accurate or less precisely quantified benefit
estimates would have their estimates adjusted and there-
fore have their benefits rendered policy-equivalent to
credits from projects that can be more accurately quanti-
fied. The US Environmental Protection Agency’s Con-
servation Verification Protocol reward more rigorous
methods of verifying energy savings by allowing a higher
share of the savings to qualify for tradable SO, allow-
ances. Three options are available for verifying sub-
sequent-year energy savings: monitoring, inspection and
a default option (USEPA, 1995, 1996). In the monitoring
option, a utility can obtain credit for a greater fraction of
the savings and for a longer period: biennial verification
in subsequent years 1 and 3 (including inspection) is
required, and savings for the remainder of physical life-
times are the average of the last two measurements. The
monitoring option requires a 75% confidence in sub-
sequent-year savings (like in the first year). In contrast,
the default option greatly restricts the allowable savings:
50% of first-year savings, and limited to one-half of the
measure’s lifetime. For the inspection option (confirming
that the measures are both present and operating): a util-
ity can obtain credit for 75% of first-year savings for
units present and operating for half of physical lifetime
(with biennial inspections), or 90% of first-year savings
for physical lifetimes of measures that do not require

active operation or maintenance (e.g., building shell insu-
lation, pipe insulation and window improvements). Thus,
utilities could use a simpler evaluation method at a lower
cost and receive fewer credits, or they could use a more
sophisticated method and receive more credits. A similar
system could be applied to the crediting of forestry pro-
jects.

9. Summary

Monitoring and evaluation of forestry projects is
needed to accurately determine their impact on the car-
bon stock other attributes, and to ensure that the global
climate is protected and that country obligations are met.
Articles 6 and 12 of the Kyoto Protocol require MERVC
activities. The challenges to successful monitoring and
evaluation will not be insignificant: e.g., the evaluation of
project leakage, positive project spillover, market trans-
formation, and free riders. LBNL has developed
MERVC guidelines that address these issues by describ-
ing methods, procedures, and forms which can be used in
preparing monitoring and evaluation plans and in re-
porting the results of monitoring, evaluation, and verifi-
cation (Vine et al., 1999). The next phase of LBNL’s work
will be to develop a procedural handbook providing
information on how one can complete monitoring, evalu-
ation and verification forms. We then plan to test the
usefulness of these handbooks in the real world.
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